1.0 EXECUTI VE SUMVARY

| nt r oducti on:

During the 2000 | egislative session, the Legislature passed Act
152. Act 152 created a watershed protection board conprised of
t he chairpersons of the Departnent of Land and Natural Resources
and Departnent of Agriculture, the county water managers from
each of the four counties, and a representative fromthe United
States Mlitary. The board was charged to devel op a watershed

master plan to include:

(1) Identification of potential watershed managenent areas

to be protected;

(2) Devel opnment of criteria for eligible watershed

managenment proj ects;

(3) Devel opment of procedures and criteria for selecting

eligi bl e wat ershed managenent proj ect s;

(4) Designation of watershed nmanagenent projects,
i ncludi ng the amount of funds needed for such

proj ect s;

(5) Devel opment of an inplenmentation plan for those

desi gnat ed wat ershed managenent projects;

(6) Identification of potential sources of funding,
i ncludi ng appropriations, assessnments, contribution,
grants, donations from public and private sources, and

recommendati on of fundi ng sources;



(7) Analysis of problenms and i ssues encountered in the
equi table |l evy, assessnment, and collection of the

wat er shed protection assessnent on water users; and
(8) Any other issues designated by the board.
The board was charged to submt the watershed protection naster
plan to the legislature no later than June 30, 2001. Act 152

sunsets on June 30, 2002.

Background:

Hawaii's forested watersheds, both native and non-native, are
vital recharge areas for Hawaii’s underground aquifers and a
dependabl e source of clean water for its streans. At the turn
of this century, public and private concerns hel ped set-aside
over 1.8 mllion acres of forest cover into forest reserves
further protecting Hawaii’s water resources. Today, Hawaii has
the 11'" | argest State-owned forest and natural area reserve
systemin the United States. However, our forested watershed is
declining in both area and quality, threatened by invasive weeds
and feral animals. A healthy watershed forest is no accident.
It is the result of the investnment that was made in good
wat er shed managenent many decades ago with the creation of the

forest reserves and massive reforestation efforts thereafter

Today, an integrated watershed forest managenment program may
include all of the following activities: fire control and

prevention; stream nonitoring; reforestation; detection and
rapid response to renove invasive weeds; nonitoring for pest

i nsects and di sease; nmai ntenance of trails and accesses for



public hunters; fencing and animal renoval in priority

wat er sheds; and public education & vol unteer prograns.

The concept of watershed partnerships as a neans of watershed
protecti on has been going on for close to ten years. Wtershed
partnerships are voluntary alliances of public and private

| andowners commtted to the conmon val ue of protecting |arge
areas of forested watersheds for water recharge and ot her

val ues. The successful creation of the East Maui and West Mau
Mount ai ns Wat ershed Partnershi ps have reinvigorated the historic
cooperative partnership of public and private sectors in working
together to protect essential forested watershed recharge areas
in Hawaii. In 1999, the Kool au Mountain Watershed Partnership
on the island of OGahu and an East Mol okai Watershed Partnership
were also formed. A watershed partnership for the island of
Lanai should be established this year. Nothing in this report
is nmeant to di scourage those continuing efforts underway. One
of the purposes of this report was to | ook at the issues
concerning a dedi cated source of funding for current and future

wat er shed protection projects.

Fi ndi ngs and Reconmendati ons:

1. The board deci ded that given the huge undertaking to cone
up with a watershed master plan and given the limtations of
time and resources that the phased approach would all ow the
initial report to focus in on achievable targets based on the
priority identified in Act 152 of the forested recharge areas.
Expandi ng the wat ershed master planning effort to include the
entire Ahupua’ a would be the focus of a subsequent master

pl anning effort. Utimately, a total of four phases have been

identified, as foll ows:



Phase 1  Framework for the Watershed Protection Program
Phase 2 Watershed Assessnment and Prioritization (Mauka
Ar eas)

Phase 3 Watershed Master plan for the Mauka Areas

Phase 4 Watershed Master Plan for Mauka and Makai Areas

(Ahupua’ a) .
2. A managenent plan nust include the follow ng conponents:
-wat ershed resource nonitoring, including rainfall, aquatic

bi ol ogi cal data from streanms, hydrol ogical information, water
quality, forest health and species diversity.

-feral animal control

-non-nati ve weed control

-pol luted runoff and other pollution in the watershed area

- managenment instructure, roads, trails, shelters,
helicopter landing sites to do forest restoration and wat ershed
resource nonitoring work

- public education and vol unteer outreach program including
a programto educate and train the public at |arge and
communities on watershed issues. A community outreach program
that includes capacity building citizen based watershed

restoration and partnerships with stakehol der groups.

3. There are already five existing watershed partnerships
| ocated on East Maui, West Maui, East Mol okai, Kool au nountai ns
on Gahu, and Lanai. Those efforts should be supported with

adequat e fundi ng.

4. The assessnment of each watershed management project can be
facilitated by the devel opnent of a set of criteria that wll



identify the physical, social and cultural parameters of each
wat er shed. There were two basic groups of criteria that could
apply to watershed nmanagenent projects, 1) Watershed
significance criteria based on resource values or conditions
that inpact water quality and quantity, and 2) the ability to

deliver effective watershed protection prograns.

5. Criteria for eligibility should be sinple and easily
understood. Information submtted for the application,
screeni ng and sel ecting procedures should suffice to denonstrate
that some or all of these criteria have been nmet. Projects
shoul d not have to neet every criterion, but should denonstrate
sufficient eligibility to be considered. Procedures for
selection of eligible watershed projects should enabl e sound
deci si on-maki ng, w thout creating the need for a heavy

adm ni strative structure to inplenent. Procedures and criteria
shoul d generate sufficient data to facilitate the weighing of
the sel ected paraneters with confidence, and yet they should do
so wit hout being unduly burdensome for the applicant or

i mpl enenti ng board.

6. | npl ementi ng wat ershed protection projects is a
multimllion-dollar undertaking. A multi-mllion dollar expense
may seem|like a ot of noney, but an analysis of the resources
at stake justifies the investnent. |In Novenber 1997, a team of
econoni sts at the University of Hawaii began a natural resource
val uati on of the Kool au Mountains watershed on the island of
OCahu. Their prelimnary econom ¢ analysis of the anmenities
provi ded by the Kool au Mountai ns wat ershed show an esti nated Net
Present Value (NPV) of $7.44 to $14 billion. (Roumasset, J. et.
al ., 1997).



7. It is inmportant and critical to the success of watershed
projects that they be supported by a conbination of funding
sources includi ng agency appropriations, grants, contributions
from public and private sources, | andowners, water purveyors,
and ot her beneficiaries of watershed protection prograns. As
wel |, a dedicated source of funding, whether it is a portion of
an existing tax or a new assessnent or tax on water use should
be considered. Funding through the general fund would be nore
equitable in distributing the burden of this tax on all water
users in the State, however it is acknow edged that general
funds are subject to changi ng budget priorities and are not a
source of dedicated funds.

8. There was agreenent that the Conveyance tax should be

| ooked at as a source of dedicated funding for watershed
managenent. Since 1993, two successful DLNR prograns have had a
dedi cated permanent source of state funding: the Natural Area
Part nershi p Program (NAPP), which provides state matching funds
on a 2:1 basis with private funds for the nanagenent of natural
resources on private | ands permanently dedicated to
conservation; and the Forest Stewardship Program (FSP), which
provides State matching funds on a 1:1 basis with private funds
for the forestry and forest nanagenent on private |ands for ten-
year periods. These prograns are funded by 25% of the
Conveyance Tax (HRS 247), which is levied each time real estate
property is bought or sold, with revenues deposited in the

Nat ural Area Reserve Fund. The nexus is clear for use of a
portion of the Conveyance Tax as the sale, devel opnent, and

i nprovenent of real estate in Hawaii puts additional pressure on
Hawai i *s water resources and increases the need and costs to

protect watershed recharge areas.



9. A wat ershed protection assessnment on all water users nust
consi der policy, |legal and equitable issues. There are serious
policy issues that must be addressed prior to the inposition of
any assessnent. Additionally, the legal issues on assessnent
versus taxation, equality and | egal nexus of the assessnent,
coll ection of a state assessnment by county agenci es nust be
addressed prior to the inposition of any assessnent. There was
consensus that any assessnent nust be fairly applied to al

wat er users, e.g. nunicipal, agricultural, mlitary, private

wat er systens.

10. The watershed protection assessnent should be based on a
conpl eted assessnment and prioritization of watershed and water
resource needs and issues, and an accountability plan for

expendi ng the funds. The plan should include options to fund

wat er shed protection activities.

In order to determ ne a sound basis for a watershed funding
assessnent for new watershed projects, a watershed protection
master plan that addresses watershed identification, watershed
project selection, project inplenmentation, prioritization and
shoul d be conpleted before the final funding needs and

assessnment nethods can be determ ned.
11. A commtnment to fundi ng watershed protection prograns
shoul d be provided by all beneficiaries including governnent

agenci es, | andowners, watershed partnershi ps and the public.

Recomendati ons for Foll ow Up Actions:

Act 152 sunsets in July 2002 and in the remnining year of this
Act, there are many objectives that could be conpleted to base a



nore t horough budgetary proposal to the |egislature. But this
woul d be subject to | egislative approval for additional
appropriations. The followi ng areas conprise potential next
steps for the watershed protection board. These neasures woul d
all require additional funding for the board.

1. Wat er shed Protection Board: The present board believes
that should the Legislature desire to retain the watershed
protection board and to extend its sunset date or elimnate the
sunset date conpletely that three areas need to be consi dered.
First, the conposition of the board should be reworked to

i nclude scientific, |andowners, and community nmenbers. Second,
the Legi sl ature nmust provide funding for additional work of the
Board. The board cannot continue to function w thout the
addition of staffing and other resources to properly get the job
done. Third, one of the major functions of the board is to
provi de coordi nati on between existing prograns to nmake sure that
resources are not wasted and to provide for the maxi mum

coordi nati on of many different existing prograns.

2. Compl ete the List of Critical Watershed Managenent Areas.

3. Conpl ete the Watershed Data Collection and Prioritization
Assessnment. Mdire work is needed to focus or “distill” the
criteria into their essential elenments and conplete the
wat er shed assessnent and prioritization process in a tinely

peri od.

4. Devel op a List of Tailored Watershed Protection Projects.
Once the prioritized list of critical watershed managenent areas
are identified, a secondary assessnent could eval uate the

potential effectiveness of each type of watershed protection



project that would be specifically tailored to the uni que needs
of each watershed managenent area. This step is critical to

effectively utilize the limted avail abl e fundi ng.

5. Secure a Dedi cated Fundi ng Source and Project Specific

Appropriations.

6. | ntegration of Various Watershed Efforts and Prograns.
There is a need to integrate all of these efforts into an
efficient and focused franmeworKk.

7. Devel op and | npl ement a Stakehol der Coordi nati on and

| nvol vement Pl an. A stakehol der and public participation
strategy coordination and i nvol venent plan should be done at the
critical and early stages of the formation of the plan.

| denti fy key stakehol ders whose i nput should be solicited early
in the process and at critical stages of the watershed

protection pl anning



